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PUBLIC  AND  PRIVATE  FINANCIAL 
SITUATION  OF  COLOMBIA. 


Before  the  outbreak  of  the  European  war,  the  economical 
increment  of  Colombia  followed  a normal  progressive  course, 
and  faith  in  her  future  growth  had  encouraged  some  European 
syndicates  and  capitalists  to  submit  to  the  Government  different 
schemes  dealing  with  the  material  and  financial  development 
of  the  Nation.  As  to  banking,  for  instance,  the  house  of  Dreyfus 
of  Paris  and  London  submitted  to  the  Government  two  plans 
to  establish  a central  bank  for  deposits  and  discounts,  with  the 
right  of  issuing  bank  notes,  and  with  a capital  of  $5,000,000; 
also  a mortgage  bank  with  a capital  of  $5,000,000.  The  terms 
under  which  these  two  banks  were  to  start  business  were  widely 
discussed,  and  the  bankers,  after  considering  the  principal 
objections  made  to  the  original  proposal,  changed  those  terms 
for  others  more  favorable  to  the  Government.  The  projects 
so  modified  should  form  the  basis  for  the  bills  that  were  to  be 
submitted  to  the  July  sessions  of  Congress  in  1914.  But  the 
European  war  put  a stop  to  all  these  plans. 

As  regards  public  works  the  Colombian  Government  entered 
into  contracts  with  English  corporations  for  the  survey  of  the 
principal  ports  on  the  Pacific,  as  well  as  on  the  Atlantic  Ocean,  in 
order  to  methodically  enlarge  and  equip  them. 

Surveys  were  made  for  works  to  cost  a total  of  £3,000,000  to 
£4,000,000,  and  even  a contract  was  signed  for  works  to  cost 
$3,000,000  in  one  of  the  ports.  The  European  war,  however, 
left  those  contracts  in  abeyance. 

Encouraged  by  the  studies  of  the  subsoil  of  Colombia,  which 
had  clearly  shown  the  oil  wealth  of  the  country,  Pearson,  the 
English  syndicate,  sent  representatives  to  Bogota  to  submit  to 


the  Government  the  exploitation  in  a large  scale  of  the  oil  fields 
that  might  be  found  in  Government  lands.  The  tenders  sub- 
mitted were  carefully  considered,  but  the  syndicate  withdrew 
them  because  they  found  that  the  press  was  strongly  opposed 
to  the  contracts.  Other  American  and  Canadian  syndicates 
had  also  decided  to  work  the  extensive  oil  fields  of  Colombia, 
and  probably  they  have  followed  up  their  studies  and  surveys. 

In  order  to  take  advantage  of  the  experience  acquired  in 
other  countries,  the  Colombian  Congress  passed  a bill  by  which 
it  was  declared  that  the  subsoil  of  the  public  lands  where  oil 
is  found  is  the  property  of  the  Nation  and  cannot  be  assigned 
in  perpetuity  to  any  Company  or  individual  which  might  wish 
to  work  the  same.  The  future  exploitation  of  public  oil  fields 
in  Government  lands  will,  therefore,  be  acquired  by  concessions 
limited  to  a term  of  say  twenty,  thirty,  or  fifty  years. 

Some  time  in  1913  several  European  construction  companies 
backed  up  by  Trench,  English  and  German  banks  planned  to 
submit  to  the  Government  the  construction  of  all  the  railway 
lines  in  prospect,  furnishing  the  necessary  capital,  as  well  as 
European  engineers  and  the  equipment  required,  in  order  to 
work  and  manage  the  lines  until  the  time  when  the  Government 
should  decide  to  buy  them,  on  conditions  to  be  agreed  upon. 
The  Balkan  war  prevented  the  syndicate  from  going  ahead  with 
the  plan;  then  the  European  war  broke  out  and  it  was  found 
impossible  to  renew  it. 

It  is  then  safe  to  state  that  (1)  foreign  capital  was  ready  to  go 
into  Colombia,  as  the  country  was  found  to  be  a promising  field, 
and  (2)  that  had  it  not  been  for  the  European  war,  the  country 
would  at  present  be  in  a way  to  speedy  progress,  and  with 
strong  national  and  foreign  banking  institutions  working  under 
the  laws  of  the  country. 

The  field  thus  prepared  is  the  same  which  the  force  of  cir- 
cumstances places  today  within  the  reach  of  American  capitalists, 
either  as  individuals  or  as  financial  corporations.  The  Colom- 
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bian  Government  is  ready  to  render  every  aid  to  any  reliable 
corporation  that  may  wish  to  undertake  the  economical  develop- 
ment of  the  country. 

Among  the  public  works  referred  to,  the  most  important  is 
railway  communication  in  which  $200,000,000  could  be  easily 
and  profitably  invested. 

Since  1910  the  fiscal  standing  of  the  country  has  steadily 
progressed,  and  the  National  Treasury  revenues  have  increased 
as  shown  by  the  following  figures:  In  1910,  $10,983,000;  in 
1911,  $11,531,000;  in  1912,  $13,218,000;  and  in  1913,  $17,- 
055,000;  and  the  outcome  of  the  first  six  months  of  1914  war- 
ranted the  belief  that  the  revenues  for  that  year  would  reach 
$19,000,000  or  perhaps  $20,000,000. 

Relying  on  the  normal  development  of  the  country  the  Govern- 
ment had  decided  on  a plan  of  improvement  by  public  works,  to 
be  carried  out  with  the  ordinary  revenue,  and  in  consequence, 
laws  were  enacted  by  Congress  providing  for  the  dredging  of  the 
Magdalena  River  (Taw  71  of  1914),  for  the  encouragement  of 
navigation  on  the  Pacific  Ocean  (Taw  75  of  1914),  to  build  a 
railway  between  the  City  of  Cucuta  and  the  Magdalena  River 
(Taw  89  of  1912),  besides  other  laws  which  provide  for  school 
buildings,  for  public  buildings  and  for  cart  roads  all  over  the 
country. 

But  the  largest  resources  of  the  Government  come  from  the 
Custom-houses,  which  yield  about  75  per  cent  of  the  total 
yearly  revenues.  Custom  duties  are  only  charged  on  foreign 
merchandise  and  commodities,  since  the  export  tax  is  so  small 
the  two  or  three  Colombian  products  liable  to  duty  that,  it  can- 
not be  taken  into  account. 

When  the  European  war  broke  out,  trade  with  Germany  prac- 
tically came  to  an  end,  and  commerce  with  England  and  France 
was  greatly  limited;  consequently  the  national  revenues 
decreased  and  have  continued  to  do  so,  to  the  point  that  the 
Government  felt  compelled  to  pass  two  Decrees  in  order  to  cut 
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down  expenses.  These  Decrees  were:  October  20,  1914,  for 
$2,257,000  for  the  year  1914,  and  February  6, 1915,  for  $3, 575,000 
for  the  year  1915. 

This  way  of  meeting  the  deficit  was  considered  more  prac- 
tical and  found  to  be  more  advantageous  than  the  use  of  credit 
by  loans  in  order  to  fill  up  the  deficiency,  notwithstanding 
it  would  have  been  comparatively  easy  to  obtain  loans  to  meet 
the  usual  expenses  of  administration. 


FOREIGN  DEBT. 

The  foreign  debt  of  Colombia  for  loans  as  well  as  for  subven- 
tions and  guaranties  of  interest  on  railways,  which  is  insignifi- 
cant, is  to  be  paid  in  London  and  is  made  up  of  the  following 


items : 

3%  consolidated  debt £2,174,600 

Sabana  Railway  5%  loan 289,400 

19116%  loan 292,400 

6%  Girardot  Railway,  bonds  to  cancel  several 

debentures 1,167,132 


£3,923,720 

or  $19,618,600,  which  is  an  average  of  $3.60  per  capita,  cer- 
tainly one  of  the  lowest  in  American  countries.  Should  Colom- 
bia ever  decide  to  use  her  credit  in  order  to  obtain  loans  for 
public  works,  or  to  encourage  immigration,  or  to  build  schools, 
she  would  have  her  credit  as  a considerable  asset  to  draw  upon 
without  having  to  make  use  of  her  vitality.  A proportion  of 
$25.00  per  capita  on  5,500,000  inhabitants  would  allow  Colombia 
to  have  a public  debt  of  $140,000,000,  which  she  could  easily 
take  care  of.  As  it  is,  Colombia’s  debt  is  only  $20,000,000. 


MONEY  IN  CIRCULATION  AND  CURRENCY. 

Law  69  of  1 909  gave  the  control  of  currency  in  Colombia  to  a 
Board  made  up  of  three  independent  persons,  called  Junta  de 
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Conversion  or  Converting  Board.  This  Board  is  in  charge  of 
the  circulating  currency  as  well  as  of  the  change  of  damaged  bank 
notes  or  paper  money;  its  paramount  duty  is  to  collect  a con- 
version fund  in  gold  coin  with  which  to  guarantee  the  paper 
money  in  circulation.  This  fund  of  guarantee  is  made  up  of  an 
additional  2 per  cent  on  all  customs  duties,  of  the  produce  of 
the  emerald  mines,  which  are  the  property  of  the  Nation,  and  of 
sundry  other  subsidiary  resources. 

The  money  in  circulation  in  Colombia  is  estimated  to  be 
$24,000,000  to  $25,000,000  which  amounts  to  $4.30  to  $4.60  per 
capita ; a very  small  proportion  indeed,  and  which  will  naturally 
increase  when  Colombia  succeeds  in  turning  into  coin  the  entire 
national  production  of  her  gold  mines,  rather  small  at  present, 
since  it  is  only  $5,000,000  yearly,  but  which  will  necessarily 
increase  tenfold  or  more  when  the  mineral  resources  of  the  country 
are  properly  worked,  which  cannot  be  done  at  present  on  account 
of  lack  of  communication. 

The  amount  of  money  in  circulation  in  Colombia  is  made  up 
of  the  following  items : 


Paper  money  (value  in  gold) $10,056,300 

Silver  coin  0.900  fine 4,004,700 

Nickel 997>7°° 

Colombian  gold,  coin 85,000 

English  and  American  gold  coin 6,356,300 


$21,500,000 

It  is  estimated  that  there  are  also  in  old  silver 
coins,  Colombian  and  foreign,  in  the  frontier 


Departments 3,000,000 


Total $24,500,000 

The  gold  coin  now  on  deposit  to  guarantee  the 

paper  money  in  circulation  amounts  to $2,586,400 

There  is  also  a stock  of  emeralds  now  in  Europe 
belonging  to  the  Government  which,  turned  into 
cash,  would  add 2,663,600 


Total,  approximate $5,250,000 


which  is  about  50  per  cent  of  the  gold  value  of  the  paper  money. 
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The  Converting  Board  has  entered  into  a contract  with  the 
American  Bank  Note  Co.  by  which  the  latter  is  to  engrave  notes, 
representative  of  gold  coin,  of  the  value  of  $i,  $2,  $5,  and  $10. 
These  notes  are  to  be  given  in  exchange  for  all  now  in  circula- 
tion which  are  not  uniform  in  size,  color,  etc. 


MONETARY  UNIT. 

The  monetary  unit  in  Colombia  is  the  gold  dollar,  equivalent 
to  exactly  one-fifth  of  £1.  It  weighs  1 gram,  597  TV  milli- 
grams, and  is  sterling  fine.  The  multiples  of  the  gold  dollar  are : 
one-half  condor  which  equals  £1  or  $5.00,  the  condor  which 
equals  £2  or  $10.00,  and  the  double  condor  which  equals  £4  or 
$20.00. 

The  silver  coins  are  0.900  fine  and  are  coined  in  $0.50,  $0.20, 
and  $0.10  pieces. 

The  nickel  coins  represent  a value  of  1,  2,  and  5 cents. 

The  English  £ has  a legal  circulation  as  if  it  were  national 
currency.  

BANKING. 


The  Banks  doing  business  in  Bogota,  the  capital  of  Colombia, 
have  a total  capital  of  $4,350,000,  sufficient  some  years  ago 
but  inadequate  at  present  in  view  of  the  increase  of  business. 
These  Banks  are  careful  to  excess  in  the  management  of  their 
business;  so  much  so  that  at  the  end  of  1914  some  of  them  had 
in  cash  and  liquid  assets  in  their  vaults  and  abroad  sufficient 
means  to  exchange  63  per  cent  (Banco  de  Bogota)  and  80  per 
cent  (Banco  Hipotecario)  of  their  deposits  and  current  accounts. 

The  profits  in  the  last  6 months  of  1914  in  relation  to  the 
capital  of  the  Banks  were: 

Banco  de  Colombia,  7I  per  cent  in  six  months. 

Banco  de  Bogota,  13  per  cent  in  six  months. 

Banco  Hipotecario,  12  per  cent  in  six  months  on  $500,000 
paid-up. 
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Banco  Central,  3J  per  cent  in  six  months. 

The  law  does  not  allow  banking  institutions  to  issue  notes, 
and  the  Government  has  the  exclusive  right  of  granting  this 
concession  to  one  or  more  Banks  according  to  the  security  offered 
by  them,  but  this  right  has  not  yet  been  granted. 

In  the  proposal  submitted  by  Dreyfus  to  the  Colombian 
Government  in  1913  for  establishing  a Central  Bank  with  a 
capital  of  $5,000,000,  it  was  stipulated  that  the  Bank  may  issue 
notes  as  currency,  to  an  amount  three  times  its  capital.  Should 
a proposition  of  that  sort  be  ever  agreed  upon,  there  is  no  doubt 
that  the  Government  would  grant  that  most  important  privilege. 

Lack  of  time  has  prevented  the  Colombian  Delegates  from 
obtaining  data  from  Banks  in  other  towns  of  Colombia.  The 
data  regarding  the  Banks  at  Bogota  on  Dec.  31,  1914,  are  as 


follows : 

Banco  de  Colombia. 

Capital $780,000 

Reserve  fund 32,750 

Deposits  and  current  accounts,  gold  and  paper 

money  reduced  to  gold 2,638,000 

Profits  in  1914  (six  months) 5 5 ,670 

Cash  on  hand  for  balance  of  current  account  if 

demanded 52% 

Mortgage  Certificates 442,000 

Banco  de  Bogota. 

Capital $250,000 

Reserve  fund 100,000 

Deposits  and  current  accounts,  gold  and  paper 

money  reduced  to  gold 1,520,018 

Profits  in  1914  (six  months) 32, 500 

Cash  on  hand  for  balance  of  current  account  if 

demanded 63% 

Mortgage  Certificates None. 

Banco  Central. 

Capital $2,300,000 

Reserve  fund 343>°°° 

Deposits  and  current  accounts,  gold  and  paper 

money  reduced  to  gold 706,000 

Profits  in  1914  (six  months) 79,600 

Cash  on  hand  for  balance  of  current  account  if 

demanded 

Mortgage  Certificates 1,040,000 
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Banco  Hipotecario. 


Capital 

Reserve  fund 

Deposits  and  current  accounts,  gold  and  paper 

money  reduced  to  gold 

Profits  in  1914  (six  months) 

Cash  on  hand  for  balance  of  current  account  if 

demanded 

Mortgage  Certificates 


*$  1, 000, 000 
49,100 

393,600 

60,200 

80% 

943,000 


PRIVATE  ENTERPRISES. 

The  condition  of  private  enterprises  and  of  trade  in  general 
before  the  outbreak  of  the  European  war  was  very  satisfactory 
and  was  only  the  natural  result  of  business  transactions  of  the 
year  1913  which  left  to  trade  a large  balance  to  its  credit. 

In  1913  the  export  item,  $34,315,800,  was  larger  than  the 
import  item,  $28,535,800,  by  $5,780,000,  so  that  the  liabilities 
assumed  in  the  first  6 months  of  1914  were  based  not  on  credit 
alone,  and  for  this  reason  when  the  war  broke  out  and  the 
consequent  general  restriction  of  business  came,  it  was  not 
found  necessary  to  grant  moratorium  either  in  favor  of  the 
Banks  nor  of  private  business  men,  and  the  condition  of  unstable 
equilibrium  readjusted  itself  with  no  other  resource  except  econ- 
omy in  expenses  and  skillful  management  of  capital. 

The  Banks  thought  it  advisable  not  to  press  from  their  clients 
the  immediate  payment  of  their  standing  loans,  but  adopted  a 
wise  policy  of  waiting,  which  made  the  settlement  of  their  debts 
comparatively  easy. 

Conditions  were  so  favorable  and  so  clear  at  the  beginning  of 
1914  that  certain  enterprises,  as  for  instance  the  Electric 
Energy  Company  (light  and  power),  the  cotton  mills,  and  some 
of  the  sugar  cane  factories  in  different  sections  of  the  country 
decided  to  enlarge  their  plants,  and  a powerful  syndicate  of 
capitalists  in  Bogota  planned  to  start  anew  a foundry  and  iron 
works  which  had  not  been  worked  for  years,  and  to  turn  it  into 

*Of  this  item  $500,000  has  been  paid  up. 
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an  up-to-date  plant  where  steel  rails,  etc.,  could  be  made,  in 
order  to  begin  building  railways,  bridges,  and  all  sorts  of  struc- 
tural steel  works  in  the  interior  of  the  country,  with  material 
manufactured  in  the  country. 

But  as  a natural  consequence  of  the  outbreak  of  war,  the 
help  offered  by  the  European  money  market  to  the  impulse  of 
commerce  and  trade  was  withdrawn. 

There  is  in  Colombia  a wide  and  safe  field  in  which  American 
enterprises  can  work  and  invest  their  capital  if  they  only  take 
advantage  of  the  friendly  attitude  that  existed  in  1914.  If  up 
to  the  present  the  Colombian  people  have  shown  themselves 
somewhat  reluctant  in  trying  to  obtain  the  help  mentioned,  it 
is  due  only  to  the  fact  that  the  pending  treaty  between  Colombia 
and  the  United  States  has  not  yet  been  ratified  by  the  United 
States  so  that  Colombia  could  open  the  country  to  the  activity 
of  American  enterprises,  in  the  most  friendly  spirit,  as  she  earn- 
estly wishes  to  do. 

But  outside  of  private  undertakings  there  is  still  a great  deal 
to  be  done  in  Colombia  to  supply  the  needs  of  municipalities, 
such  as  lighting  plants,  slaughter  houses,  public  markets,  tram- 
ways, etc.,  etc.  Should  the  needed  capital  be  available,  perhaps 
it  would  be  possible  to  obtain  from  the  municipalities  as  a 
guarantee  of  the  money  invested,  the  management  or  adminis- 
tration of  the  work  done  during  the  time  until  the  capital  and 
interest  is  paid  back. 

The  possibility  of  the  United  States  getting  a considerable 
proportion  of  the  part  taken  by  the  European  markets  in  regard 
to  the  economical  activity  of  Colombia  has  for  a basis  a double 
feature : 

1.  The  capacity  of  the  United  States  to  consume  a larger 
proportion  of  the  produce  of  Colombia  than  they  are  drawing 
at  present. 

2.  The  capacity  of  Colombia  to  consume  American  products 
so  far  not  acclimated  in  Colombian  markets,  and  new  articles 
and  products  for  new  industries. 


As  to  the  first,  it  is  up  to  the  American  importers  to  find  a 
market  for  their  surplus  of  merchandise,  and  since  it  is  a matter 
of  such  great  concern  it  is  expected  that  they  are  already  doing  so. 

Regarding  the  second  point,  Colombia  is  already  trying,  with 
some  success,  American  products  for  those  usually  drawn  from 
European  countries.  For  instance  the  exports  from  New  York 
for  the  first  four  months  of  1915  are  30%  larger  than  those  of 
the  corresponding  period  of  1914,  $2,470,000  against  $1,943,000. 

But  there  are  new  lines  for  the  development  of  American 
commerce,  the  scope  of  which  cannot  be  measured,  but  may 
safely  be  stated  as  enormous.  Mining  (gold,  coal,  oil,  copper), 
the  establishment  of  packing  houses  near  the  coast,  and  espec- 
ially the  building  of  railways  and  dredging  of  rivers  are  the  most 
immediate  items  for  investment.  In  fact,  Americans  have  just 
now  in  Colombia  the  same  opportunities  that  the  English  had 
and  so  cleverly  took  advantage  of  in  Argentine  from  i860  to 
1880,  and  which  made  them  the  leading  factor  in  that  country’s 
progress. 

It  is  now  the  time  for  loans  and  financing  to  come  into  play,  as 
the  most  effective  instruments  to  secure  trade  and  business. 

Public  loans  to  the  Government  and  municipalities,  large  financ- 
ing facilities  to  private  enterprises  or  to  merchants  and  planters, 
together  with  a system  of  banking  branches  or  real  Banks  with 
American  and  native  capital  ard  the  right  moves  to  begin  with. 

American  commercial  and  financial  interests  must  be  put  in 
direct  contact  with  the  requirements  of  Colombia  if  the  mutual 
commerce  is  to  be  turned  towards  the  United  States,  making 
the  City  of  New  York  the  exchange  market  for  both  countries. 

Also,  banking  agencies  in  Colombia  may  take  for  them  the 
financing  of  seasonable  crops  as  it  is  done  by  European  houses. 
The  coffee  planter,  for  instance,  has  to  spend  money  in  salaries, 
working  expenses,  transportation  of  products,  etc.,  before  he 
gathers  his  crops,  and  in  order  to  be  able  to  accomplish  all  this, 
he  is  today  accustomed  to  draw  on  European  firms,  to  whom  he 
later  consigns  his  coffee. 
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TRANSPORTATION. 


It  is  obvious  that  all  efforts  in  the  way  of  developing  and 
extending  trade  and  business  between  the  United  States  and 
Colombia  requires  for  its  final  success  facilities  for  transporta- 
tion as  rapid  and  cheap  as  possible. 

In  fact,  before  the  outbreak  of  the  European  war,  four 
principal  periodical  lines  of  steamships  plied  between  Colombia 
and  the  United  States,  so  that  the  former  country  had  means 
sufficient  for  the  interchange  of  her  trade.  Besides,  rivalry 
between  the  different  lines  which,  by  the  way,  flew  flags  of 
different  nationalities,  gave  the  exporters  the  opportunity  of 
sending  their  products  at  reasonable  freight  rates.  The  space, 
available  in  these  steamers  was  sufficient  for  the  former  Colom- 
bian trade  and  the  steamship  companies  had  ample  time  in 
which  to  increase  their  fleets  when  required.  It  is  absolutely 
necessary,  however,  for  the  development  of  commerce,  that  the 
freights  be  considerably  lowered,  since  they  absorb  a large  part 
of  the  profits. 

The  lines  of  steamers  doing  the  trade  service  between  Colom- 
bia and  the  United  States  before  the  European  war  broke  out, 
were:  The  United  Fruit  Company,  weekly  sailings,  American; 
Hamburg  American  Line,  weekly  sailings,  German ; Royal  Mail 
Steam  Packet  Company,  fortnightly  sailings,  British;  Panama 
Railroad  Co.  steamers,  weekly  sailings,  American — in  all  about 
15  steamers  each  month. 

The  principal  object  of  the  data  in  general  furnished  in  this 
brief  report  is  to  impress  the  minds  of  financiers  and  bankers 
meeting  in  this  Conference,  with  the  idea  that  although  Colombia 
as  a field  of  investment  is  undoubtedly  small  at  present,  it  is 
safe  and  firm,  and  just  now  is  especially  susceptible  of  a large 
development,  particularly  in  view  of  the  fact  that  the  Colombian 
markets  are  at  a distance  of  only  1,900  miles  from  New  York 
and  1,400  miles  from  New  Orleans. 

Washington,  D.  C.,  May,  1915. 
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